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The  nature  and  size  of  the  current  Defense  Budget  illustrates  the  importance  of 
two  broad  questions:  How  much  is  enough?  and  How  much  risk  are  we  willing  to  take? 
The  key  issue  this  paper  addressed  is  how  does  the  Defense  Department  go  about 
answering  such  questions.  This  paper  first  examined  this  department’s  most  important 
resource  management  system,  the  Planning,  Programming  and  Budgeting  System 
(PPBS)  developed  by  Secretary  McNamara,  and  then  how  it  evolved  into  the  current 
Planning,  Programming,  Budgeting  and  Execution  (PPBE)  process.  This  paper  then 
analyzed  the  relevancy  of  this  process  in  today’s  complex,  global  strategic  environment. 
Key  insights  from  proponents  and  detractors  who  analyzed  these  systems  and 
processes  were  explored.  Research  indicated  that  the  original  principles  embedded  in 
the  PPBS  provided  a  credible  means  of  arriving  at  the  necessary  decisions  to  shape  the 
Defense  program  and  a  sustainable  basis  for  defending  them.  Based  on  this  research, 
three  recommendations  were  proposed  that  involved  evaluating  the  current  process  on 
a  regular  timeline,  providing  accurate  guidance  to  users,  and  centrally  educating 
participants  in  the  PPBE  process. 


PPBS  TO  PPBE:  A  PROCESS  OR  PRINCIPLES? 


Secretary  of  Defense  McNamara,  who  is  the  Secretary  of  Defense  that  developed 
the  Planning  Programming  and  Budget  System,  stated  in  April  of  1963  “You  cannot 
make  decisions  simply  by  asking  yourself  whether  something  might  be  nice  to  have. 

You  have  to  make  a  judgment  on  how  much  is  enough.”1  Over  forty  years  later,  that 
same  question  still  resonates  with  key  Department  of  Defense  (DoD)  leaders  with  only  a 
slight,  albeit  important,  modification.  According  to  Dr  Chu,  current  Deputy  Secretary  of 
Defense  for  Personnel  and  Readiness  and  Mr  Krieg,  former  Under  Secretary  of 
Defense  for  Acquisition,  Technology  and  Logistics,  “If,...,  we  could  offer  one  corollary  to 
the  seminal  question  of  How  Much  is  Enough?  It  would  be:  How  much  risk  are  we 
willing  to  take?” 2 

The  nature  and  size  of  the  current  Defense  Budget  illustrates  the  importance  of 
these  two  broad  questions.  The  FY  2008  President’s  Budget  (PB)  request  surpassed 
half  a  trillion  dollars  for  defense,  and  this  request  exceeds  the  combined  budgets  of  all 
other  federal  agencies  and  departments.3  Additionally,  as  the  population  ages  the 
government  continues  committing  increasing  portions  of  federal  spending  to  provide 
economic  security  and  health  care.4  Federal  expenditures  for  social  security  and  health 
insurance  grew  from  18  percent  in  1964  to  41  percent  in  2007  of  the  federal  budget,  and 
without  sizable  tax  increases,  will  approach  58  percent  in  the  year  2025. 5  With  limited 
resources  available  and  competing  demands  for  civilian  departments  and  non-defense 
programs,6  DoD  leaders  must  have  processes  that  can  inform  their  decision  making  and 
ultimately  help  justify  the  enormity  of  the  budget  requests  sent  to  Congress.  The  key 
issue  this  paper  will  examine  is  how  does  DoD  go  about  answering  such  questions.  This 


paper  first  examines  the  Defense  Department’s  most  important  resource  management 
system  --  the  Planning,  Programming  and  Budgeting  System  (PPBS)  developed  by 
Secretary  McNamara  --  and  then  how  it  evolved  into  the  current  Planning, 

Programming,  Budgeting  and  Execution  (PPBE)  process.  This  paper  will  next  address 
the  relevancy  of  this  system  in  today’s  complex,  global  strategic  environment.  Key 
insights  from  proponents  and  detractors  who  analyzed  these  systems  and  processes 
will  be  explored  with  the  goal  of  offering  recommendations  for  change  or  areas  that 
require  further  examination.  As  history  informs  decision  makers,  this  paper  begins  by 
tracing  the  beginnings  of  PPBS  back  over  45  years  to  President  Kennedy’s 
administration  and  Secretary  Robert  McNamara. 

In  the  Beginning: 

In  1961,  Robert  McNamara  sought  a  more  active  role  in  managing  the  Department 
of  Defense  (DoD)  by  exercising  to  a  greater  extent  the  statutory  authorities  available  to 
him  as  the  Secretary  of  Defense.7  Secretary  McNamara  wanted  to  achieve  the  following 
two  key  strategic  management  challenges:  (1)  integrate  and  balance  foreign  policy, 
military  strategy,  force  requirements,  and  the  defense  budget  and  (2)  approach  all 
defense  programs  in  a  rational  and  analytical  way  and  base  resolutions  on  national 
interest.8 

The  Secretary  faced  a  daunting  task  as  this  was  going  against  the  current  Defense 
Department’s  management  culture.  Prior  to  1961 ,  legal  authorities  existed  that  placed 
the  role  of  the  Secretary  of  Defense  as  the  operating  head  of  DoD,  but  they  were  not 
exercised.9  Each  Service  focused  on  its  own  priorities,  which  was  considered 
detrimental  to  joint  missions  and  resulted  in  effectively  unbalanced  military  forces.10  It 
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became  evident  that  up  until  that  time,  the  Secretaries  of  Defense  lacked  the  necessary 
management  and  control  tools  to  support  a  more  active  strategy  and  management  role 
envisioned  by  Secretary  McNamara.11  With  no  real  independent  and  integrated  staff 
support,  the  DoD  lacked  central  leadership  in  their  interaction  with  the  Services.  The 
Defense  Secretaries  played  more  as  a  judge  or  referee  versus  a  leader.12  Secretary 
McNamara  changed  that  by  taking  two  important  and  interrelated  actions.  First  he 
directed  a  systematic  analysis  of  all  DoD  requirements  and  incorporated  these 
requirements  into  a  five-year,  program-oriented  defense  budget.13  Then,  he  directed 
actions  which  resulted  in  formation  of  a  rational  resource  allocation  system  that  was 
later  called  the  Planning,  Programming  and  Budgeting  System  (PPBS) 14 — the  precursor 
to  the  current  PPBE  process. 

Leading  the  systematic  analysis  and  the  actions  directed  by  the  Secretary  fell  to 
Charles  J.  Hitch,  the  Assistant  Secretary  (Comptroller),  and  who  is  regarded  as  the 
father  of  PPBS.15  He  viewed  his  key  responsibility  as  a  developer  of  management 
techniques,  which  would  then  empower  the  Secretary,  by  providing  the  unbiased 
management  data  to  enable  him  to  actively  lead  the  department.16  Accomplishing  goals 
for  such  a  large  organization  does  not  result  from  luck.  A  complex  organization  needs  to 
establish  a  process — a  systematic  series  of  actions  directed  to  some  end,17  or 
articulate  enduring  underlying  principles — fundamental  doctrine  or  tenet,18  or 
develop  a  system — an  ordered  and  comprehensive  assemblage  of  facts,  principles, 
doctrines,  or  the  like  in  a  particular  field  of  knowledge  or  thought.19  The  DoD,  under  the 
leadership  of  Charles  Hitch,  developed  PPBS  as  a  system,  which  had  underlying 
process  and  basic  principles.20  The  general  design,  though,  of  PPBS  came  from  work 
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done  prior  by  Mr  Hitch  and  others  at  the  RAND  Corporation,  a  Federal  Contract 
Research  Center  (FCRC)  in  the  late  1 950s.21  It  took  the  convergence  of  the  leadership 
of  Secretary  McNamara,  the  drive  and  experience  of  Mr.  Hitch  as  well  as  the  technical 
expertise  of  Mr.  Alain  Enthoven  to  bring  these  ideas  into  being  within  the  DoD.22 

The  main  purpose  of  PPBS  was  to  develop  explicit  criteria,  open  to  thorough 
debate  by  all  interested  parties,  that  the  Secretary  of  Defense,  the  President  and 
Congress  could  use  to  measure  the  requirement  for  and  sufficiency  of  defense 
programs.23  Central  to  this  purpose  was  to  link,  integrate,  and  provide  a  bridge  between 
planning  and  budgeting,  so  that  planning  would  be  fiscally  informed  and  annual  budgets 
would  follow  instead  of  leading  plans.24  The  PPBS  developed  by  Hitch  and  others  on 
Secretary  McNamara’s  staff  facilitated  fulfilling  the  purpose  by  identifying  the  system’s 
fundamental  principles. 

There  are  six  fundamental  principles  that  underpinned  the  PPBS.  First,  decision 
making  must  be  based  on  explicit  criteria  of  national  interest  in  defense  programs,  as 
opposed  to  compromise  among  entities  associated  with  DoD.25  Second,  leaders  need  to 
consider  military  needs  and  cost  together,  because  decisions  concerning  forces  and 
budgets  cannot  be  made  absent  one  or  the  other.26  Third,  senior  decision  makers  must 
explicitly  consider  balanced  and  feasible  alternatives  that  incorporate  costs,  forces,  and 
strategies  together  in  any  alternatives.27  Fourth,  leaders  must  have  and  actively  use  an 
independent  analytical  staff  at  the  top  policy  making  levels.28  Fifth,  the  outcome  of  this 
system  must  result  in  developing  a  multiyear  force  and  financial  plan  which  incorporates 
forces  and  costs  and  projects  into  the  future  to  identify  the  foreseeable  implication  of 
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current  decisions.29  Finally,  leaders  must  conduct  open  and  explicit  analysis,  which  is 
made  available  to  all  interested  parties.30 

To  translate  these  ideas  into  workable  entities,  management  products  and 
organizations  needed  to  be  developed.  Two  key  decision  and  management  products 
developed  were:  the  Five-Year  Force  Structure  and  Financial  Plan,  now  called  the 
Five-Year  Defense  Plan  (FYDP),  and  the  Draft  Presidential  Memorandum  (DPM).  To 
develop  these  two  key  products,  the  Systems  Analysis  office  had  to  be  established  and 
the  use  of  systems  analysis  techniques  needed  to  be  inculcated  within  the  DoD,  which 
was  a  significant  challenge.31 

The  FYDP  projected  forces,  manpower,  and  costs  into  the  future.  Composed  of 
program  elements  (PEs),  the  FYDP  aggregated  the  costs  and  benefits  of 
complementary  and  substitutable  entities  into  mutually  exclusive  and  collectively 
exhaustive  Major  Force  Programs  (MFPs),  which  represented  the  capabilities  that  are 
the  outputs  of  the  defense  program.32  The  FYDP  provided  an  official  set  of  planning 
assumptions  for  use  throughout  the  Department.  It  served  as  an  authoritative  record  of 
the  Secretary  of  Defense’s  force  and  financial  planning  decisions  and  forecasts  that 
then  became  a  common  reference  point  for  any  future  changes.33  The  DPM  structured 
the  process  so  that  it  kept  to  the  basic  issues,  afforded  opportunity  for  comments  by  all 
interested  parties,  and  offered  an  impartial  report  of  alternatives  to  the  Secretary.34 
Systems  Analysis  -  both  the  office  and  the  associated  techniques  -  applied  the 
principles  of  rational  decision  making  to  the  problems  of  national  defense.  The  office 
and  technique  clarified  the  decisions  facing  the  Secretary  by  explicitly  identifying 
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assumptions,  carefully  validating  facts,  and  ensuring  presentation  of  balanced,  feasible 
and  comprehensive  alternatives.35 

Though  these  two  products  and  the  implementing  office  and  analysis  were  of  great 
importance  to  PPBS’s  use  and  value,  Alain  Enthoven,  who  led  the  Systems  Analysis 
effort  under  Secretary  McNamara,  goes  further  as  he  explicitly  lists  the  underlying 
principles  for  PPBS  as  the  fundamental  ideas  that  make  this  system  so  valuable.36  Yet, 
little  mention  of  these  can  be  found  in  the  many  later  discussions  concerning  PPBS  and 
PPBE,  which  can  lead  one  to  the  erroneous  belief  that  PPBS  and  PPBE  are 
synonymous  with  just  their  detailed  supporting  processes.  A  review  of  the  major 
modifications  to  the  PPBS  over  the  years  will  lead  to  a  better  understanding  of  how 
some  change  undertaken  either  supports  the  underlying  fundamental  ideas  or  not  and 
that  the  effect  can  be  a  result  of  happenstance  and  not  explicit  design. 

The  Modifications 

Over  the  last  four  decades,  the  original  PPBS  process  has  undergone  numerous 
modifications  or  adjustments,  but  they  were  mainly  evolutionary  in  nature.  The  evolution 
of  the  PPBS  can  be  traced  to  the  management  styles  Secretaries  of  Defense  (SecDefs) 
used  in  resolving  the  issues  they  faced  as  well  as  the  challenges.37  The  actions  taken 
by  presidential  administrations  highlight  how  the  PPBS  evolved.38 

The  first  major  and  most  enduring  change  in  the  PPBS  occurred  during  President 
Nixon’s  administration.  Secretary  of  Defense  Melvin  Laird,  made  a  fundamental  change 
in  that  the  Office  of  the  Secretary  of  Defense  (OSD)  no  longer  centrally  directed  detailed 
program  proposals.  Instead,  the  Secretary  favored  a  participatory  management  style 
and  therefore  eliminated  DPMs  and  created  a  guidance  process. 39  The  Joint  Chiefs  and 
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the  Services  became  responsible  for  force  planning  (requirements  determination)  and 
the  Services  for  initial  program  development,  which  left  OSD  to  review  and  evaluate  the 
programs  proposed  by  the  Services.40  The  Services  were  each  issued  fiscal  guidance, 
often  referred  to  as  the  topline,  and  programmatic  objectives.  Fiscal  Guidance  defined 
the  resources  available  to  the  Services,  and  Defense  Strategy  Guidance  prescribed  the 
capabilities  the  Services  were  to  provide  in  their  Program  Objectives  Memorandums 
(POMs).41  OSD  reviewed  the  POMs,  identified  issues  for  consideration  by  the 
Secretary,  and  prepared  papers  delineating  those  issues.  The  Secretary’s  decisions  on 
the  issues,  were  codified  in  a  Program  Decision  Memorandum  (PDM),  and  incorporated 
into  the  FYDP.42  In  general  terms,  this  approach  stills  exist  today. 

Over  the  next  forty  years,  the  defense  program  was  affected  by  four  trends;  first, 
increased  congressional  involvement  as  evidenced  by  the  increase  in  the  Defense 
Appropriations  Act  from  fewer  than  twenty  pages  to  over  four  hundred  pages  in  2003;43 
second,  continual  advances  in  the  analytic  capabilities  within  each  of  the  services;  third, 
increase  OSD  interest  in  sub  elements  of  the  defense  program;  and  finally,  increasing 
joint  staff  and  combatant  commander  involvement  in  shaping  the  defense  program.44 
Additional  analysis  of  the  specific  administrations’  influences  can  be  found  in  the  How 
the  Army  Runs  A  Senior  Leader  Reference  Handbook  2007-2008  and  in  the  OSD 
(Program  Analysis  and  Evaluation)  presentation  DoD’s  Planning,  Programming  and 
Budgeting  System  (PPBS),  A  Historical  Perspective.45  The  main  debates  and  the  ebbs 
and  flows  of  change  that  occur  within  administrations  and  as  administrations  transition 
are  primarily  concerned  with  the  amount  of  guidance  emanating  from  the  Secretary  and 
the  degree  of  review  that  a  component’s  POM  receive.46 
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The  PPBS  transformed,  not  only  in  its  acronym  metamorphosis  into  the  PPBE 
process  in  2003,  but  there  were  other  evolutionary  enhancements  to  place  more 
emphasis  on  planning,  gain  more  input  from  the  Combatant  Commanders  and  focus  on 
capabilities.  While  a  discussion  covering  the  changes  that  occurred  will  be  presented 
later  under  the  section  titled  The  Current  Process,  this  paper  will  now  discuss  insights  of 
two  key  organizations  that  analyzed  PPBE’s  strengths  and  weaknesses,  which  then  led 
to  some  of  these  reforms. 

PPBS  Analysis  and  Perspectives 

In  addition  to  the  events  undertaken  by  administrations  identified  earlier,  several 
important  reports  or  studies  have  focused  on  PPBS  and  PPBE.  Two  organizations  that 
conducted  reports  of  particular  interest  were:  The  Business  Executives  for  National 
Security  (BENS)  who  authored  an  important  report  in  2000;  and  the  Center  for  Strategic 
and  International  Studies  (CSIS)  who  compiled  a  later  second  study  in  2004.  Both 
works  contained  a  comprehensive  analysis  that  reflected  well  on  their  overall  quality, 
and  they  relied  on  relatively  current  material  for  their  analysis,  recommendations  and 
conclusions. 

In  2000,  the  Business  Executives  for  National  Security  (BENS)  released  a 
compressive  report  on  PPBS.  BENS  described  itself  as  a  nationwide,  non-partisan 
public  interest  group,  and  a  conduit  through  which  senior  business  executives  help 
enhance  the  nation's  security.  To  focus  on  this  stated  mission,  BENS  claimed  they  are 
motivated  by  only  one  special  interest:  to  help  make  America  safe  and  secure. 47This 
claim  increased  the  importance  and  perhaps  the  credibility  of  their  report.  Released 
near  the  beginning  of  a  new  administration,  the  report  presented  recommendations  that 
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had  a  higher  likelihood  of  being  reviewed,  as  it  is  the  common  practice  for  a  new 
administration  to  review  existing  practices  and  emplace  its  own  methods  of  leadership 
and  management.  Available  business  perspective  analysis,  such  as  the  BENs  report, 
could  only  help  the  administration’s  review  and  actions. 

The  BENS  report  examined  the  PPBS  process  to  determine  if  PPBS  was  meeting 
the  needs  of  senior  Defense  Department  officials  in  establishing  a  longer  term  defense 
program  reflected  in  an  annual  budget.  The  study  examined  what  the  process  is 
intended  to  do,  what  it  actually  does,  and  whether  it  should  be  retained,  modified,  or 
replaced  in  favor  of  some  newer  management  construct.48  The  BENS  report  offered 
several  important  critiques  of  PPBS  and  notable  recommendations  to  improve  the 
system.  The  report  also  acknowledged  what  was  termed  a  “rather  surprising 
observation  resulting  from  the  interviews”  conducted  as  part  of  the  study  as  illustrated 
by  the  following  comment: 

Despite  the  common  view  that  PPBS  reflects  an  out-dated  management 
approach,  senior  officials  throughout  the  federal  government  in  agencies 
other  than  DoD,  and  from  executive  branch  offices  having  multi- 
departmental  responsibility,  almost  universally  perceived  PPBS  to  be 
superior  to  any  other  resource  allocation  process  in  the  executive 
branch.49 

While  this  comment  would  lead  one  to  consider  whether  such  relatively  supportive 
views  of  PPBS  indicate  that  little  exists  upon  which  to  improve,  BENS  authors 
concluded  that  the  strategic  and  technological  environment  had  changed  since  the 
inception  of  the  PPBS.  This  change  required  a  strategic  planning  process  that  facilitates 
rather  than  hinders  change,  and  they  addressed  concerns  that  the  current  Pentagon 
processes  are  part  of  the  problem. 50  The  most  notable  critique  that  BENS  reported  in 
2000,  which  spoke  volumes  about  a  broken  process,  was  that  the  Pentagon's  PPBS 
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was  close  to  being  a  ritual  event  instead  of  a  proactive  process.  The  implication  was 
that  PPBS  referred  more  to  what  had  been,  instead  of  what  needed  to  be  accomplished, 
and  it  was  essentially  a  system  of  justification  instead  of  anticipation.51 

This  BENS  group  identified  six  major  improvements  to  provide  significant  process 
and  output  enhancements  to  meet  emerging  defense  needs.52  These  improvements 
were  broadly  identified  as  being  structural,  procedural,  or  technical  in  nature.53  The  first 
category  focused  on  whether  modifying  key  elements  used  in  the  practice  of  PPBS 
would  be  beneficial.  An  example  would  be  modification  of  the  data  structure  in  the 
FYDP.  The  second  category  included  items  that  are  “structurally  sound,  but 
procedurally  under-utilized  or  ineffectively  synchronized,”  and  an  example  cited  was  to 
transition  to  two-year  budgeting  cycles  instead  of  an  annual  budget  cycle.54  The  last 
category  described  efforts  focused  on  accounting  and  the  development  of  measures  of 
performance  and  effectiveness  useful  for  an  organization  as  large  as  the  DoD.55  An 
example  of  this  category  would  be  developing  measures  for  significant  but  competing 
activities,  such  as  readiness  and  investment.56 

The  procedural  improvements  recommended  are  most  notable  because  of  their 
similarities  to  aspects  of  the  current  PPBE  process.  As  an  example,  the  first  procedural 
recommendation  was  to  better  manage  and  sequence  the  process.  This  is  partially 
reflected  in  the  current  practice  of  issuing  integrated  program  and  budget  review 
guidance,  which  is  coordinated  between  the  Office  of  the  Under  Secretary  of  Defense 
(Comptroller)  (OUSD(C))  and  the  Director,  Programs  Analysis  and  Evaluation 
(D,PA&E).57  The  integrated  guidance  attempts  to  provide  tighter  management  so  that 
guidance  can  be  sequentially  and  smoothly  translated  into  programmatic  and  budget 
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detail.58  The  second  recommendation  was  to  adopt  a  two-year  cycle,  which  is  the 
current  practice  essentially  mandated  by  Management  Initiative  Directive  (MID)  913. 59 
This  was  essentially  accomplished  with  the  exception  of  the  budget,  which  Congress 
mandates  as  an  annual  requirement.  The  MID  913  and  the  current  process  will  be 
discussed  in  the  later  section  titled  --  The  Current  Process. 

More  recently,  the  Center  for  Strategic  and  International  Studies  (CSIS)  produced 
a  study  under  the  heading  Beyond  Goldwater-Nichols:  Defense  Reform  for  a  New 
Strategic  Era.  CSIS  focused  primarily  on  three  subject  areas,  one  of  which  was  national 
security.  John  J.  Hamre,  formerly  U.S.  Deputy  Secretary  of  Defense,  headed  the 
company  and  former  Senator  Sam  Nunn  chaired  the  board  of  trustees,  which  consists 
of  individuals  from  both  the  public  and  private  sectors.60  Funding  for  the  report  came  for 
the  U.S.  Congress  through  the  FY  2004  appropriations  bill  for  the  Defense  Department. 
Collectively,  the  composition  of  the  company’s  leadership  and  the  relationship  with  the 
U.S.  Congress  lended  credibility  to  this  report’s  analysis  and  recommendations.  Two 
phases  of  the  study  critiqued  the  PPBE  system  and  offered  three  broad 
recommendations. 

A  main  area  of  this  study’s  critique  focused  on  the  resource  allocation  process, 
which  was  viewed  as  stifling  innovation.  This  process  had  disconnects  between 
strategic  planning,  program  and  budgeting  decisions,  and  also  there  was  inadequate 
focus  on  program  execution  and  policy  implementation.61  To  address  these  areas,  the 
first  CSIS  recommendation  supported  continued  strengthening  of  the  DoD’s  strategic 
direction  and  joint  capabilities  in  the  resourcing  allocation  process.  In  particular,  they 
recommended  building  capabilities  within  Combatant  Commands  (COCOMS)  to 
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participate  more  actively  in  the  resource  allocation  process.62  CSIS  additionally 
recommended  enhancing  the  analytical  abilities  within  the  Office  of  Program  Analysis 
and  Evaluation  (PA&E)  to  provide  additional  independent  analysis  concerning  joint 
programs  when  that  provided  by  the  Services  and  the  Joint  Staff  was  deficient  or 
lacking.63  CSIS’s  last  recommendation  was  to  create  another  OSD  staff  office 
responsible  for  independent,  continuous  policy  implementation,  and  execution  review. 
Additionally,  this  office  would  gather  all  authoritative  and  directive  guidance  to  establish 
a  single,  unified  statement  of  the  strategies  as  well  as  policies  and  programs  to  be 
followed,  implemented,  and  executed.64 

In  addition  to  the  two  key  studies  briefly  described,  DoD  senior  leaders  had  strong 
viewpoints  about  the  quality  of  the  system  they  inherited.  Donald  H.  Rumsfeld,  who  was 
sworn  in  as  the  21st  Secretary  of  Defense  in  2001,  made  clear  his  intention  to  change 
the  way  the  Department  planned,  programmed,  and  budgeted.65  When  commenting  on 
agility  of  this  management  system  to  respond  to  quickly  changing  threats,  then 
Secretary  Rumsfeld  identified  that  it  needed  overhaul  because:  “It’s  really  a  relic  of  the 
Cold  War...  PPBS  is,  I  suppose,  one  of  the  last  vestiges  of  central  planning  on  Earth.”66 
The  changes  implemented  during  the  Bush  Administration  by  Secretary  Rumsfeld 
transformed  PPBS  into  the  process  known  now  as  PPBE. 

With  the  changes  resulting  from  the  management  and  leadership  styles  resident  in 
the  nine  administrations  spanning  the  last  45  years,  and  the  changes  resulting  from 
acceptance  of  recommendations  from  credentialed  analytic  groups,  the  PPBS  has 
certainly  evolved.  There  are  instances  in  which  ideas  seemed  reasonable  and 
workable — for  example  incorporate  practices  from  private  industry  into  the  PPBS 
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process — but  upon  investigation,  falter.  A  key  issue  to  appreciate  when  analyzing 
reports  is  that  the  DoD  is  different  from  private  corporations  in  some  significant  ways, 
and  what  works  in  the  business  world  faces  constraints  on  implementation  and  may  not 
work  in  the  DoD.67 

The  Current  Process 

Over  ten  years  ago,  the  DoD  began  a  FYDP  improvement  project  that  aimed  to  do 
the  following:  develop  and  operate  systems  to  collect  FYDP  and  supplementary  data; 
automate  report  publication;  improve  its  structure;  improve  efficiency  and  effectiveness 
of  associated  processes,  systems,  and  data;  and  finally  make  data  available  for  broad 
DoD  analysis  using  analytical  tools  and  integrated  displays.68  To  meet  these  goals, 
PA&E  created  an  authoritative  database  for  accessing  and  analyzing  DoD  strategic 
resource  information.  In  1997,  the  database  generated  basic  reports,  contained  a 
limited  amount  of  query-ready  data,  and  allowed  components  to  upload  limited  data 
needed  to  support  the  PPBE  process.  The  database  is  now  the  single  authoritative 
database  for  accessing  and  analyzing  DoD  strategic  resource  information  which 
includes  program,  budget,  acquisition,  manpower,  and  forces  data  and  the  FYDP.69  The 
FYDP  improvement  project  was  a  clear  example  of  DoD  striving  for  data  transparency 
accessible  to  all  the  components,  which  was  a  key  principal  of  the  original  system.  This 
improvement  project  served  as  the  basis  for  future  reforms. 

Upon  Secretary  Rumsfeld’s  arrival  transforming  the  department  was  his  highest 
priority,  and  this  transformation  also  included  processes.70  In  2001,  a  more  rigid 
alignment  of  the  program  and  budget  was  introduced,  which  required  the  components  to 
prepare  a  combined  Program  Objective  Memorandum  and  Budget  Estimate  Submission 
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(POM/BES)  followed  by  an  OSD  concurrent  program  and  budget  review. 71  MID  913  and 
several  recommendations  from  the  Joint  Defense  Capabilities  Study,  also  known  as  the 
Aldridge  Committee,  were  implemented.  For  example,  MID  913  morphed  PPBS  into 
PPBE  and  instituted  a  biennial  resource  allocation  process  within  a  quadrennial 
planning  cycle  as  shown  in  Figure  1 .  Programs  and  budgets  were  formulated  in  the  first 
year  of  each  biennial  segment,  the  budget  covered  a  2-year  time  span,  and  the  program 
encompassed  an  additional  4  years.  During  the  second  year  of  each  biennial  segment, 
programs  and  budgets  were  updated  with  necessary  fact-of-life  and  policy  changes. 

The  PPBE  process  facilitated  execution  reviews  of  past  decisions  and  actions.  The 
reviews  assessed  the  actual  performance  of  programs  individually  and  collectively 
relative  to  goals  and  targets.  Recommendations  from  these  reviews  were  then  linked  to 
decisions  on  future  resource  allocations  and  products  of  the  acquisition  and 
requirements  processes  were  accepted  as  inputs  to  the  PPBE  system. 72 
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Figure  1 73:  MID  913-4  Years  in  the  2-Year  cycle 
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The  PPBS  system  was  viewed  among  other  things,  as  lacking  senior  leader  focus 
on  providing  guidance  and  making  decisions  in  the  front  end  of  the  process74  The  Joint 
Defense  Capabilities  Study  envisioned  a  process  in  which  this  front  end  focus  could 
occur,  as  depicted  in  Figure  2. 75 
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Figure  2  76:  Current  vs  Desired  End  State  envisioned  by  Joint  Defense  Capabilities 

Study 

The  process  flow  that  supported  arriving  at  the  desired  end  state  in  Figure  2  is 
shown  in  Figure  3.  This  new  process  has  four  major  elements:  strategy,  enhanced 
planning,  resourcing,  and  execution  and  accountability.77  These  elements  differ  from  the 
processes  they  replaced  in  four  key  ways.  First,  Combatant  Commanders  have  an 
enhanced  role  in  shaping  the  defense  strategy  articulated  in  Strategic  Planning 
Guidance  (SPG).  Second,  the  Enhanced  Planning  Process  supports  assessment  of 
capabilities  to  meet  joint  needs.  Third,  the  Joint  Programming  Guidance  (JPG)  reflects 
the  decisions  made  in  the  Enhanced  Planning  Process  and  provides  fiscally  executable 
guidance  for  the  development  of  the  Components’  programs.  Finally,  the  new  process 
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focuses  on  performance  assessment  and  is  organized  around  the  capabilities 
categories  and  objectives  outlined  in  the  SPG  and  addressed  in  the  JPG.  The  SPG  and 
JPG,  along  with  the  decision  making  bodies  that  develop  them,  are  more  fully  covered 
later  for  they  are  at  the  heart  of  this  new  process.78 


^  -  SECDEF  decision  points 
□  -Iterative  SECDEF  engagement 


WHAT  HOW  WELL 

|  TO  DO?  |  HOW  TO  DO  IT?  |  DID  WE  DO? 

Figure  379:  The  End  State  Process  for  PPBE. 


Figure  4  shows  how  the  PPBE  process  lays  out  over  a  calendar  year.  As 
portrayed  in  this  figure,  the  mini-POM  was  eliminated  and  the  amended  budget  estimate 
submission  year,  program  change  proposals  (PCPs)  and  budget  change  proposals 
(BCPs)  were  introduced  and  eventually  consolidated  into  one  process  renamed  as 
Change  Proposals  (CPs).  Several  recommendations  of  the  JDCS  were  instituted  which 
eliminated  and  replaced  the  Defense  Planning  Guidance  (DPG)  with  the  SPG  and  the 
JPG  discussed  earlier.  Additionally,  the  Secretary  focused  the  Enhanced  Planning 
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Process  (EPP)  as  a  joint  capabilities-based  forum  to  analyze  his  identified  issues, 
develop  alternative  solutions  to  resolve  these  issues,  and  determine  the  joint 
implications  associated  with  each  alternative  solution. 


Studies  (PDM  directed/QDR  follow  on/EPP) 


i  DPP 


Under  the  direction  of  the  Under  Secretary  of  Defense  for  Policy,  USD(P),the  OSD 
staff  works  in  coordination  with  the  Combatant  Commands,  Services,  and  Joint  Staff  to 
finalize  and  issue  the  SPG.  The  SPG  provides  the  DoD  components  Defense  policy, 
strategy  and  programmatic  guidance  on  significant  issues.  This  guidance  is  updated  as 
necessary  in  order  to  provide  top  down,  resource-informed  strategic  direction.  The 
Strategic  Planning  Council  (SPC),  chaired  by  the  SecDef  and  composed  of  Senior 
Leader  Review  Group  (SLRG)  Principals  and  all  Combatant  Commanders,  drives  the 
development  of  SPG.  The  SPG  is  designed  to  facilitate  an  enhanced,  collaborative, 
capabilities-based  joint  planning  process  known  as  the  enhanced  planning  process 
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(EPP)  addressing  both  operational  and  enterprise  issues.  As  such,  it  is  the  single, 
unified,  fiscally-informed  document  covering  both  warfighting  and  enterprise 
capabilities.81  This  planning  process  analyzes  capability  gap  issues  provided  by  the 
SecDef.  Alternative  solutions  to  resolve  the  issues  along  with  their  associated  joint 
implications  are  developed  and  presented  to  the  SecDef  for  decision.  The  SPC  reviews 
the  capability  gap  issues  and  solutions  developed  in  the  planning  process  to  ensure 
congruency  with  strategy.82 

Following  the  SecDefs  decisions,  fiscally  constrained  Joint  Programming 
Guidance  (JPG)  is  developed  and  issued  in  the  April/May  timeframe  to  implement  those 
decisions. 83  The  JPG  solidifies  the  decisions  made  within  a  given  year  and  subjects  the 
totality  of  the  guidance  to  a  fiscal  adequacy  test  to  ensure  that  the  Services  and 
Defense  Agencies  have  sufficient  resources  to  comply  with  the  guidance.84  About  the 
same  time  the  JPG  is  published,  OSD  provides  fiscal  guidance  (total  obligation 
authority)  to  the  components  for  each  of  the  six  program  years  in  the  FYDP.  Fiscal 
Guidance  is  the  means  by  which  the  Secretary  of  Defense  provides  top-level  resource 
constraints  to  each  of  the  Department’s  components.  OSD  develops  this  fiscal  guidance 
with  direction  from  the  President's  Office  of  Management  and  Budget  (OMB). 

The  Enhanced  Planning  Process  is  designed  to  link  strategy  to  program 
development  using  three  primary  means;  first,  by  evaluating  current  capabilities; 
second,  by  analyzing  gaps  and  excesses;  and  finally,  through  recommended 
alternatives  for  the  Secretary  of  Defense’s  decisions.  These  decisions  are  captured  in  a 
rolling  capabilities  plan  and  are  then  disseminated  for  action  through  the  JPG.  At  the 
heart  of  the  process  is  a  comparison  of  current  capabilities  with  those  needed  to 
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perform  tasks  and  missions  using  scenarios  and  concepts  to  give  context  to  the  tasks 
and  missions.  This  comparison  begins  the  process  that  shapes  future  capabilities.  Any 
imbalances  can  be  characterized  as  capability  gaps  or  capability  excesses,  implying 
that  tasks  or  missions  cannot  be  accomplished  with  existing  capabilities  or  unnecessary 
redundancy  exists  or  a  specific  capability  is  no  longer  needed. 

In  concluding  this  description  of  the  existing  process,  there  are  a  few  other 
technical  terms  and  acronyms  one  must  know.  The  term  Program  Objective 
Memorandum  (POM)  now  incorporates  all  the  data  and  documents  that  reflect  the 
components’  resource  allocation  decisions,  to  include  those  that  respond  to  and  that  are 
in  accordance  with  the  SPG  and  JPG,  and  other  DoD  programming  guidance.85  A 
Program  Decision  Memorandum  (PDM)  is  a  decision  document  of  the  Secretary  of 
Defense,  with  directive  programmatic  content  reflecting  broad  strategic  trades,  related 
to  programs  with  specific  resource  allocations.86  A  Program  Budget  Decision  (PBD)  is  a 
budget  decision  document  issued  during  the  joint  review  of  Service  budget  submissions 
by  OSD  and  by  the  OMB.  The  President’s  Budget  (PB)  submission  to  Congress  occurs 
on  or  after  the  first  Monday  in  January  but  not  later  than  the  first  Monday  in  February  of 
each  year,  for  requirements  for  the  following  fiscal  year  and  includes  a  budget  message 
and  summary  and  supporting  information.87  The  Future-Years  Defense  Program 
(FYDP)  is  a  database  of  future  and  historical  years’  programs  and  resources  of  the 
Department  of  Defense  that  summarizes  resources  (i.e. ,  TOA,  manpower,  and  forces) 
associated  by  fiscal  year  with  Defense  programs.  These  programs  reflect  decisions 
embodied  in  PPBE  documents  including  the  SPG,  fiscal  guidance,  JPG,  PDMs,  and 
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PBDs,  all  of  which  are  all  internal  DoD  documents  that  are  not  available  for  public 
release.88 

Recommendations 

Based  on  this  research,  three  recommendations  are  proposed.  The  first 
recommendation  concerns  a  need  to  evaluate  the  current  process  on  a  regular  timeline. 
The  PPBS  had  been  in  place  for  numerous  years,  and  though  administrations  made 
changes  mainly  based  on  management  and  leadership  styles,  review  of  the  actual 
process  was  not  on  an  established  time  schedule  and  seemed  to  occur  at  the  point 
when  disconnects  were  apparent.  A  more  proactive  approach  should  be  pursued  with 
the  current  PPBE  process.  The  PPBE  process  has  been  in  place  since  2004.  Both  Dr 
Chu  and  Mr  Krieg  thought  it  was  at  least  partially  successful  in  2004.  In  addition  to 
believing  that  the  approach  holds  great  promise,  they  also  believed  it  implements  the  six 
fundamental  ideas  of  the  original  PPBS.89  With  this  knowledge  in  mind  and  knowing  that 
PPBE  has  been  in  place  for  an  additional  three  POM  cycles  with  a  forth  about  soon  to 
begin,  DoD  should  put  in  motion  means  to  review  the  success,  failures  or  challenges  to 
the  current  PPBE  process  and  do  so  on  a  recurring  basis.  The  review  should  include 
challenging  how  well  the  process  supports  the  six  original  fundamental  principles  either 
in  the  preferred  holistic  manner  or  by  focusing  on  one  or  more  of  the  principles  at  a 
time.  The  PA&E  office  currently  conducts  after  action  reviews  following  each  program 
and  budget  review,  but  supplementing  this  review  in  conjunction  with  an  outside 
agency  would  probably  be  beneficial,  as  indicated  by  the  BENS  and  CSIS  reports. 

The  second  recommendation  addresses  the  need  to  provide  accurate  guidance  to 
DoD  components.  The  PPBE  process  was  dictated  by  MID  913  in  May,  2003;  however, 
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the  DoD  “doctrinal”  documents  for  PPBE  are  outdated.  For  example,  DoD  Instruction 
7045.7,  “The  Planning,  Programming  and  Budgeting  System”  is  dated  May  23,  1984 
with  an  Administrative  Reissuance  Incorporating  Change  1,  April  9,  1987. 90  DoD  7045.7 
establishes  procedural  guidance  in  support  of  DoD  Directive  7045.14,  "The  Planning, 
Programming,  and  Budgeting  System  (PPBS),"  for  the  formulation,  submission, 
analysis,  review  and  approval  of  new  and  revised  DoD  plans,  programs  and  budgets; 
the  processing  and  approval  of  resource  changes  to  the  Five  Year  Defense  Program 
(FYDP);  and  the  maintenance  and  updating  of  the  FYDP  structure.91  DoD  7045.14  is 
dated  May  22,  1984,  and  was  certified  current  as  of  November  21, 2003.  It  obviously  is 
not  current.  In  order  to  help  support  the  legitimacy  of  the  PPBE  process,  the  main  DoD 
instructions  for  PPBE  must  be  updated,  which  also  gives  confidence  to  those 
participating  in  the  process  and  a  means  to  learn  to  those  who  have  not  experienced  it. 
Any  updates  ought  to  include  the  basis  for  the  system,  that  is  centered  around  the  six 
fundamental  principles. 

The  last  recommendation  addresses  the  need  to  provide  an  opportunity  to 
centrally  educate  participants  in  the  PPBE  process  in  order  that  all  those  involved  in  it 
can  share  a  common  fundamental  doctrinal  basis.  While  the  military  services  and 
several  other  DoD  components  provide  some  degree  of  education  or  training  related  to 
the  PPBE  system,  centralized  training  is  needed.  This  would  include  providing  a 
common  understanding  that  would  enhance  the  commonality  and  provide  a  basis  for 
shared  language.  A  variety  of  means  could  be  used  to  accomplish  this  to  include 
exportable  training  packages  either  available  online  or  with  classroom  instruction.  Both 
of  these  are  means  currently  used  by  DoD  components.  A  necessary  requirement  for 
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any  training  would  be  readings  from  “How  much  is  enough?”  shaping  the  Defense 
Program  1961-1969  by  Alain  Enthoven  and  K.  Wane  Smith,  so  history  can  inform  our 
current  senior  leaders.  The  first  three  chapters  of  this  book  that  explain  why  PPBS 
existed  and  its  enduring  themes  would  resonate  today.  Indeed  the  Under  Secretaries  of 
Defense  for  Acquisition,  Technology  and  Logistics  (USD(AT&L))  and  Personnel  and 
Readiness  (P&R)  found  the  original  book  of  such  value,  they  provided  support  for  a  new 
edition  as  well  as  the  remarks  in  the  forward  of  the  2005  edition.92 

Conclusion 

Although  modified  frequently,  PPBS  evolved  into  PPBE  and  exists  today  because 
PPBS  was  never  meant  to  be  a  closed,  rigid  or  perfected  management  system.  As 
examined,  PPBS/PPBE  is  more  a  philosophy  of  management  to  guide  DoD  leaders 
along  a  more  rational  and  objective  approach  than  would  otherwise  be  undertaken.93 
Due  to  the  enormity  of  the  programs  and  resourcing  dollars  associated  with  meeting  the 
nation’s  defense  needs,  there  are  necessarily  many  actions  and  requirements  placed 
upon  DoD  components.  Components  thus  often  view  PPBE  as  taxing,  overly  complex 
and  unresponsive  to  some  of  their  concerns. 

A  variety  and  multitude  of  thoughts  exist  on  the  current  relevancy  and  purpose  of 
PPBE,  the  benefits  and  problems  it  brings  to  the  Defense  Department  for  allocating 
resources,  and  ways  in  which  to  “fix”  it.  Though  it  can  be  described  by  some  as  a 
complex  series  of  overlapping  processes,  since  its  inception  the  foundation  principles 
for  PPBS  and  PPBE  have  endured  through  nine  administrations.  It  continues  to  provide 
the  fundamental  structure  and  process  under  which  military  strategy  is  developed  and 
translated  into  an  annual  defense  budget — “A  marvel  of  management  or  bureaucratic 
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excess.”94  Pressure  to  modify  aspects  of  the  process,  some  with  merit,  still  must 
account  for  realities  that  are  often  out  of  DoD’s  control.  Both  in  PPBS  and  in  PPBE, 
planning  and  programming  can  be  essentially  continuous  activities,  with  only  internal 
DoD  calendar  constraints  on  when  to  allow  changes  to  be  proposed,  considered  and 
decided  upon.95  Though  there  are  no  established  deadlines  associated  with  most  of  the 
activities,  there  are  indeed  two  that  are  in  law  and  are  not  likely  to  change,  the 
President’s  Budget  (PB)  in  February  each  year  and  a  FYDP  that  must  be  delivered  to 
Congress  after  submission  of  the  PB. 

But  with  over  45  years  of  various  changes  at  the  margins,  time  supports  Charles 
Hitch’s  belief  that  “...the  programming  system  can  be  adapted  without  too  much 
difficulty  to  almost  any  style  of  leadership... Every  Secretary  will  have  his  own  style — his 
own  manner  of  approaching  and  making  decisions — and  management  techniques  must 
be  adapted  to  the  Secretary... But  I  cannot  imagine  a  Defense  Secretary  who  would 
willingly  forego  the  assurance  provided  by  the  new  planning-programming-budgeting 
system...”96  Hitch  provided  a  the  following  caveat  that  should  be  well  heeded  for  it 
reminds  leaders  to  not  rely  exclusively  on  the  pieces  of  the  process  without  regard  to 
the  overall  goal  of  the  process;  “They  [PPBS]  are  not  substitutes  for  the  collective 
military  wisdom  and  experience  of  the  Joint  Chiefs  of  Staff,  or  the  administrative  and 
organizational  skills  of  the  Military  Services,  or  for  the  technical  knowledge  and 
judgment  of  our  scientists  and  engineers,  or  the  professional  know-how  and  leadership 
of  our  commanders  in  the  field.  Rather,  they  are  intended  to  channel  all  of  these 
energies  and  talents  to  the  single  overriding  objective-the  defense  of  the  Nation.”97  More 
recent  observations  from  senior  leaders  reinforce  Hitch’s  beliefs.  Mr  Krieg  and  Dr.  Chu 
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noted  in  2005  that  the  “original  principles  of  the  PPBS  provide  the  only  credible  means 
of  arriving  at  the  necessary  decisions  and  the  only  sustainable  basis  for  defending 
them.  This  broad  juxtaposition  of  needs  and  cost  thus  forces  us  back  to  the  six  simple 
and  profound  ideas...”98 
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